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MCI WorldCom Dear Chairman Kennard:

mmm Industies A recent Wall Street Journal article, attached for your review, confirms
what telecommunications carriers have been experiencing for some time: some
Teligent building owners are prohibiting telecommunications carrier access to tenants in
their buildings. Last week’s Wall Street Journal article reports that “[a]ccording
to people familiar with BroadBand Office, six of the seven original REITs
Wreless Communications involved with BroadBand don’t intend to allow into their buildings any direct
Association competitors to BroadBand.” The article goes on to report that BroadBand
Office enjoys preferred agreements with CarrAmerica, Spieker, Crescent Real
Estate Equities Co., Duke-Weeks Realty Corp., Highwoods Properties, Inc. and

Mack-Cali Realty Corp.

Winstar Communications Co.

By way of background, in October, the Wall Street Journal reported that
the nation’s biggest office landlords were forming BroadBand Office — a
company to provide telecommunications services to their multi-tenant buildings.
The October article, also attached for your review, reported that these building
owners said they wouldn’t “force tenants to use BroadBand Office and will give
other telecommunications companies access to their buildings.”
Telecommunications carriers viewed this claim with skepticism given that
building owners already were prohibiting CLEC access to buildings and
because the building owners had noted that one of their competitive advantages

Suite 900 was the quick period of time in which they could turn on service to requesting
888 17th Street NW tenants as compared with the time it takes their competitors. Their financial
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interest in offering telecommunications services only increased the incentive for building owners
to discriminate against competing telecommunications carriers with respect to access. Last
week’s Wall Street Journal article indicates that the telecommunications carriers’ skepticism was
well-founded.

The Commission is considering proposals to ensure that commercial and residential
tenants in multi-tenant buildings would not be held hostage to the building owner’s choice of
carriers but, rather, could choose their own telecommunications carrier. Given the detrimental
effect on broadband availability and telecommunications competition caused by discriminatory
building owner practices, these measures deserve your support. The planned behavior reported
in last week’s Wall Street Journal heightens the need for action by the Commission to ensure that
tenants in multi-tenant buildings will not be held hostage to their building owner’s
telecommunications services and, instead, can enjoy the benefits of telecommunications
competition.

Very truly yours,

Thomas W. Cohen

Enclosures

cc: Commissioner Furchtgott-Roth
Commissioner Ness
Commissioner Powell
Commissioner Tnistani
Thomas Sugrue
Jeffrey S. Steinberg
Joel D. Taubenblatt
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REIT INTEREST

By Barbara Martinez

It Adds Up to More Than Just Semantics

tate investment trusts announced

the formation of BroadBang Office
Inc. with the backing of venture-capital
gtant Kleiner Perkins Caufield & Byers.
BroacBand Office is tonted as a cne-stop
provider of telephone, high-speed Internet
and other high-tech services.

To allay fears that the ollice REITs
were going to limit the number of telecom
compelitors In their buildings, they ali
professed their lack of so-calicd exclusiv-

BACK IN OCTOBER, scven real-es-

cause they want tc go bevond just offering
the telecommunications lines {nside
buildings. Lise BroadBand, they want to
offer services tha! can essentially lake
over a tenant's enlirc communications
needs, from phone service to e-mail.

In addition to CarrAmerica and
Spleker, the other REJTs that have givern
BroadBand a preferred agreemcent are
Crescent Rezl Fstate Equities Co., Duke-
Weeks Realty Corp., Highwoods Proper
ties Inc. and Mack-Cali Realty Corp.

ity pacts with The REITs
BroadBané. In that chose the
other words, as . preferred
Craig Vought, co- Property Lines method  could
chdef executive of Rendeses 0 156 on Vacn 1, 1933 nsk tenant hack.
Spicker Proper I e fash if Bmad
ties Inc., 2 mem- | 17 _ Band fails to
ber of the Broad- Spleker meet  expetla-
Band group, put 119 Properties | ticns of excelient
it, “it doesn't pre- ; — service. Rut
clude any other SaP 500 Gene Zink, exec-
telccom company PN Morgan ulive vice prest
in the couniny ¥ Stanley dent at Duke
from  servicing %0 REIT Index :  \¥eeks, says the
these buildings.” MAM] JASONDIFM REITS have

Bul what re 1999 2000 . “structured a
ally wasn't  —  — ¢ number ol per-

spelied out is just
how much choice the tenants would really

gel. The little-publicized portion of the an- !

nouncenent was that six o! the seven RE-
ITs struck “preferred” relationships with
BmadBand, meaning they will nct only
help BruadBand market its scrvices to
tenants In their buiklings, they could ac-
tually discourage certain other companies
[rom wiring up their buidings.

“We're not trying to lake sices here,”
says Philip 1.. Hawkins, chief cperating
cflicer of CarrAmerita Really Corp.. an-
other BroadBarnd member. “\We have na-
tionz| and regional agreements with more
than 20 communications companies.”

But ask Mr. Hawkins what won'd hap-
pen if Allied Riser Communications
Corp.. one of the most aggressive and suc-
cessful telecom companies targeting of-
fice buildings to date, asked to wire up
CarrAmerica’s Washington portfolio, and

Mr. Hawkins responds: “We'd say we're

not interested at this peint.”

According
BroadBand Office, cix of the scven origi-
nal REITs involved with BroadBand don't
interd to allow into their buildirgs any di-
reel competitors to BroadBand. such as
Allied Riser ard Onsite Aceess Inc. Those

to people familiar with :

formance-re-
lated outs if the service is riot” up to par.-

The oifice REITs invoived weren't as
direct ahout the practice as is CarrAmer-
ica’s Mr. Hawkins. Last week, Spieker's
Mr. Vought said Allied Riser hasn't tried
10 wire up Spieker’s buildings. “Neither
side hus pursued a retationshin.” he said,

But David Crawjord. CE0 of Allled
Riser, says {hat simply wasn't true.
“We've mrt with representatives of
Spieker un nirmcrous aceasions in an ef-
fort 10 vblain access to their buildings to
noavail.” he says.

Reached 3 second time, Mr, Vought
said he had misspoken. "It was an incom-
plete statement cr my part . . . David did
cume (o see us in the spring of ast year.”
he said, but a deal was never reached. |

LEquity Office Propertles Trust ic {he
only member of the REIT group that dida’t
confer upon BroadBand the preferred sta-
tus. In fact, Equity Office has either an eg-
uity or revenue-sharing interest in Allied
Riser. Onsite Access and BroadBand.

‘The preferential treatment could com-
plicate building vwners’ defense against
compiaints by phope companies that
they're being denied aecess. The Federal
Comumuracations Commission is consiter-

two cumpanies appear to be the most for- | Ing whether to fcrve landiords 1o allow all
midable competitnrs to nmlac;Rand be- | telecom providers egual access.
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Big Landlords
Are Joining
Telecom Fray

By SCOTT THURM AND BarBasa Marmyey
SrafY Reporter: 6f TRE Wals STREST JOTANAL

Ma Bell, meet Sam Zell.

Eight of the nation's biggest office landlords.
including the biggest, Mr. Zel's Equity Office
Properties Trust of Chieago, are making an un-
usual leap into the crowdad telecommurications
arena. Joined by venturecapital heavyweight
Kleiner Perkins Caufield & Byers, ey ars sx-
pected to announce loday that they have formed a
new eompany, Broadbend Office, to offer their
tenants both loca) and long-distance phone service
as well as high-speed dala lines.

The move s:gnals that real-estate cwoers are
tired of just sitting back and collectirg the ren!.
They have amassed giant portfolios cf buildings
full of caplive customers and are now ready to1ap
into some of the billions of dollars these tenants
spend on various products and services.

For instance, Equity Office. which owns more
than 255 properties in 23 states, has more then
320,000 pecple walking in and out of its buildings
daily. Brosdband Office’s owners contrsl 2.000
bulidings, represeating about 10% of tie nation's
offices.

The laadlords are joining & =ig crowd in the
iucrative telecommunications marke!, including
the Baby Bells, long-distance providers, anc up-
start companies focused on both telephorie and
Internet services. Businesses spend 2bout $12;
billion annually on telephone service, acordirg
to marxet researcher International Data Cory.

Amid the bewildering array =f choices, back-
ers of Broadband Office say they wil. appeal :0
tenants on simplieity. convenience ang cost.

’ They'll otfer 2 singie contact lor local phone ser-
1
]

vice, Jong-distance, and data connectichs. Broad-
band Office plans to spend as much as $100 millicn
during the next 12 months (o install fibergptic
and other jugh-speed lines through its owners’
buildings. The plan is to undercut prices the Bel's

i typicaly charge, which can approach $1,000 a
month far 8 singie hugh-speed data line. Broad-
band says new users will have to wait 3 matter of
days, not weeks, 10 get its service.

“This is a way of bundling services under one
provider that only focuses on business cus-
tomners,” said Craig Vought, cochief executive of
Spieker Properties Inc.. of Menlo Park, Calif., one
©f the new company $ owner-members,

Broadband Otﬁce will have one clear advan
tage over outside teie tions supp
When the property owners who also own stues
in Broadband Office sign up new tenants, they
will refer them to the new service. The backers

Pleass Turn (o Pooe B, Colionn §




Office Owners Are Joining Telecom Fray

Continued From Page B!
say they won't [orce lenants to use Broad-
band Office and will glve other telecom-
munications companies access to their
bulldings.
The assurances may help address com-

plaints {rom upstart phone companies, who -

say some landlords have sweetheart deals
with established telephone companles and
drag thelr leet or deny access allogether to
new telephone-service providers. The Fed-
eral Communications Commission is con-
sidering whether to force landlords to al-
low all telecom providers access to their
bulidings,

“We are stilf leaving with our tenants
lotal flexibility In how they obtain their
service,” said Staman Ogiivie, executive
vice president of Hines, a Houston owner of
80 buildings and another partner In Broad-
band Office.

Both Hines and Equity Olfice have

stakes in a rival venture, Aliled Riser Com-
munications Corp., of Dallas, which flled
for an Initial public stock offering in Au-
gust. Indeed, Mr. Ogilvie sald Hines Is
aligned with both Broadband Office and Al-
lled Riser to promote competition. More
services at lower prices, the landlords
hope, will attract more tenants willing to
pay big rents.

Backers say Broadband Olfice ex-
pects to raise $50 million to $100 milllon in
equity to install equipment and wire
buildings during the next year. Although
Broadband Office oflicials say they hope
to slgn up other more equity Investors,
for now Klelner Perkins s the only ane.
The property owners received undis-
closed stakes In Broadband Office In ex-
change [or the access and tenant refer-
ences.

Eventually, the company's backers
would like to take the company public. Dan

Chu, an assoclate partner at Klelner
Perkdns, will be Broadband Office’s direc-
tor of business development. Klelner
Perkins’s other telecommunications In-
vestments Include America Online Inc.,
AtHome Network, a unit of of Excite At
Home Corp., and Juniper Networks Inc.

Mr. Chu says Broadband Of{ice expects
to begin offering service on Nov. 1. The
company has recrulted executives from
MCI WorldCom Inc., BellSouth Corp., and
Level 3 Communications [ne. It still s seek-
ing a CEO.

Meanwhile, Allied Riser has raised $117
million from Goldman Sachs & Co. and
other investors and hopes to raise $232 mil-
lion more via Its [PO. Another player, On-
Site Access, New York, has raised 360 mil-
lion from venturecapital (lrms and AT&T -
Cotp.'s AT&T Ventures, Allled Riser and
OnSlie Access focus mainly on high-speed
Internet access.
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